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The reporting of comprehensive income in a single statement of performance is a controversial issue. The Exposure Draft comprehensive income items along with core business results will confuse users of financial statements and will lead to 42 significant misinterpretation of an entity's performance. 43 The potential misinterpretation of comprehensive income is related to volatility and the perception of increased risk.
44
Prior research on the volatility of comprehensive income examines fair value accounting in the banking industry (e.g., Barth, 45 1994; Barth et al., 1996; Hodder et al., 2006) . However, there is little evidence on the volatility of comprehensive income and 46 its consequences for non-financial firms.
47
The objective of this paper is to inform the comprehensive income reporting debate, by examining the risk relevance of We contribute to prior literature in two major respects. First, most prior research has been concerned with the volatility 59 of financial firms (Barth et al., 1995; Hodder et al., 2006) . We contribute to the literature by providing evidence from non-60 financial firms. Yen et al. (2007) employ an extensive sample of observations from non-financial firms over the period 2005-2010. 68 The remaining paper is organized as follows. Section 2 describes the background and prior research. Section 3 describes the Pressure on the FASB for the reporting of comprehensive income has come from internal and external motivations 77 (Johnson et al., 1995) . The internal motivation arises from the Boards' financial instruments project. To ease tension over 78 concerns that fair value increases the volatility of income, the FASB has allowed price changes of certain financial instru-79 ments (e.g., available-for-sale securities and cash flow hedges) to bypass income. There is concern that items that are bypass- Theoretical support for comprehensive income comes from excess earnings approaches to valuation, including the tradi-86 tional residual income formula (Preinrich, 1938; Peasnell, 1982; Ohlson 1995; Feltham and Ohlson, 1995) . While valuations 87 rely on the forecasting of future payoffs, current income is the realisation of past forecasts. Hence, for measuring forecast 88 errors comprehensive income is useful for equity valuation (AAA, 1997). An important task of analysts is to decide which 89 components of comprehensive income are not predictable. Opponents of the single statement of performance argue that information in comprehensive income is redundant because 98 it can be found elsewhere in the financial statements. However, Hirst and Hopkins (1998) provide evidence that display 99 matters. They show that comprehensive income in a single statement is more effective in communicating value relevant 100 information than reporting it in a statement of change in equity. Maines and McDaniel (2000) show that display of compre-101 hensive income is also important for nonprofessional investors. Hunton et al. (2006) find that preparers are more likely to 102 engage in earnings management involving available-for-sale securities when comprehensive income is reported in a state-103 ment of changes in equity than when comprehensive income is reported in a performance statement. 104 Opponents also argue that multiple performance measures will confuse users. However, Tarca et al. (2008) show that finan- Opponents also state that the volatility inherent in the components of comprehensive income causes a perception of 108 increased risk. Respondents to the exposure draft (FASB, 1996) argue that items identified as other comprehensive income 109 are not performance related. Furthermore, opponents claim that including items of other comprehensive income in a perfor-110 mance statement is confusing and misleading (FASB, 2009, para. 40) . While large banks and insurance companies are the
